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BackgroundBackground

Maine Milk Commission sponsored Maine Milk Commission sponsored 
studiesstudies
SurveySurvey--basedbased
Every 3 yearsEvery 3 years
•• 2002 (2001 production year)2002 (2001 production year)
•• 2005 (2004 production year)2005 (2004 production year)
•• 2008 (2007 production year)2008 (2007 production year)

Regular updating using USDA price Regular updating using USDA price 
indicesindices



2005 Survey response:
• 320 surveys distributed to traditional dairy producers 

actively farming in 2004.  
• 93 survey responses received.
• 29% response rate. 

Comparing response rate: 
2002 to 2005

20022002 20052005
Total number of surveys distributedTotal number of surveys distributed 397397 320320

Responses receivedResponses received 109109 9393
Response rateResponse rate 27%27% 29%29%
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Clustering
• Homogeneous groups of farm “types”.

– Four groups (small, medium, large, and state)
– Drawing comparisons is not advisable

• Selected nine characteristics:
– Number of dairy cows
– Annual milk shipped
– Revenue from milk sales
– Revenue from livestock sales
– Milking system
– Pounds produced per cow
– Pasture usage
– Importance of pasture as a source of feed 
– Importance of off-farm income



SmallSmall MediumMedium LargeLarge StateState
ProductionProduction

Milking herd Milking herd (#)(#) 5555 163163 304304 123123
Parlor systemParlor system NoNo YesYes YesYes NoNo
Rolling herd average Rolling herd average 
(lbs/cow)(lbs/cow) 14,90114,901 20,39820,398 21,54621,546 16,12816,128
Pasture utilizationPasture utilization YesYes NoNo NoNo YesYes

Demographics Demographics (years)(years)

AgeAge 5656 5959 5757 5656
Education Education 1212 1212 1212 1212
TenureTenure 2727 2929 3030 2727

LaborLabor
FullFull--time laborers time laborers (#)(#) 1.81.8 3.83.8 6.16.1 2.72.7
OffOff--farm employment farm employment 
(% of farms > 50% of income)(% of farms > 50% of income) 24%24% 25%25% 0%0% 24%24%

Assets Assets ($)($)

TotalTotal 601,000601,000 1,304,0001,304,000 2,712,0002,712,000 1,084,0001,084,000

Descriptive characteristics of farms by size

Source: 2005 Cost of production survey.



Budget ComponentsBudget Components

IncomeIncome
•• Milk, Crop & Hay, Livestock, Milk, Crop & Hay, Livestock, ““OtherOther””

Variable Operating ExpensesVariable Operating Expenses
OverheadOverhead
Fixed Ownership CostFixed Ownership Cost
•• DepreciationDepreciation
•• InterestInterest



Operating ExpensesOperating Expenses

LaborLabor
•• FamilyFamily
•• HiredHired
•• Management feeManagement fee

Purchased FeedPurchased Feed
•• ForageForage
•• ConcentrateConcentrate

Livestock ExpenseLivestock Expense
•• Breeding/AIBreeding/AI
•• Vet/MedicineVet/Medicine
•• BeddingBedding
•• DHIADHIA
•• InsuranceInsurance



Operating Expense ContOperating Expense Cont’’dd

Crop and PastureCrop and Pasture
•• SeedSeed
•• PesticidesPesticides
•• FertilizerFertilizer
•• LimeLime

Maintenance and Maintenance and 
Equip.Equip.
•• Fuel, oilFuel, oil
•• Machinery repairsMachinery repairs

DeductionsDeductions
•• MarketingMarketing
•• Hauling and Hauling and 

TruckingTrucking

Operating Interest Operating Interest 
Expense Expense 
•• ½½ of annual of annual 

expenseexpense



Operating Expense CategoriesOperating Expense Categories----RecapRecap
LaborLabor
Purchased FeedPurchased Feed
Livestock ExpenseLivestock Expense
Crop and PastureCrop and Pasture
Maintenance and EquipmentMaintenance and Equipment
DeductionsDeductions
Working CapitalWorking Capital



Overhead ExpenseOverhead Expense

Property TaxProperty Tax——average rate for average rate for 
producersproducers
Farm InsuranceFarm Insurance
Dues and Professional FeesDues and Professional Fees
UtilitiesUtilities
MiscellaneousMiscellaneous



Annual Ownership ExpenseAnnual Ownership Expense

Depreciation and Interest Depreciation and Interest 
•• LandLand
•• BuildingsBuildings
•• Machinery and EquipmentMachinery and Equipment
•• Livestock HerdLivestock Herd

CowsCows
HeifersHeifers
CalvesCalves
BullsBulls



SmallSmall MediumMedium LargeLarge

Number of CowsNumber of Cows 5555 163163 304304
Annual Milk Shipment (cwt)Annual Milk Shipment (cwt) 8,195.58,195.5 33,247.933,247.9 65,500.065,500.0
Annual Milk Shipment (lbs/cow)Annual Milk Shipment (lbs/cow) 14,90114,901 20,39820,398 21,54621,546

Per cwtPer cwt Per cwtPer cwt Per cwtPer cwt
Annual Annual RevenueRevenueaa TotalTotal 19.51 19.51 20.19 20.19 18.13 18.13 
Annual Operating ExpensesAnnual Operating Expenses
LaborLabor 6.03 6.03 4.54 4.54 3.413.41
Purchased FeedPurchased Feed 4.36 4.36 4.52 4.52 4.384.38
Livestock Livestock 1.18 1.18 1.38 1.38 1.421.42
Crop and Pasture  Crop and Pasture  0.39 0.39 0.51 0.51 0.750.75
Maintenance and Equipment Maintenance and Equipment 1.78 1.78 1.95 1.95 1.831.83
Deduction ChargesDeduction Charges 0.96 0.96 0.81 0.81 0.770.77
Interest (on 1/2 of total operating expense)Interest (on 1/2 of total operating expense) 0.27 0.27 0.25 0.25 0.230.23

TotalTotal 14.98 14.98 13.96 13.96 12.79 12.79 
Annual Overhead ExpenseAnnual Overhead Expense TotalTotal 3.22 3.22 2.20 2.20 2.21 2.21 
Annual Depreciation and Interest ExpenseAnnual Depreciation and Interest Expense
CapitalCapital 6.99 6.99 3.70 3.70 4.02 4.02 
LivestockLivestock 1.75 1.75 1.82 1.82 1.79 1.79 

TotalTotal 8.74 8.74 5.52 5.52 5.81 5.81 
Total Annual CostTotal Annual Cost 26.93 26.93 21.68 21.68 20.81 20.81 

Performance measuresPerformance measures Per cwtPer cwt Per cwtPer cwt Per cwtPer cwt
LongLong--run net returnrun net return (7.42)(7.42) (1.49)(1.49) (2.68)(2.68)
ShortShort--run return over variable costrun return over variable cost 1.32 1.32 4.03 4.03 3.13 3.13 

Breakeven Revenue ($/cwt)Breakeven Revenue ($/cwt)
LongLong--run to cover all costsrun to cover all costs 25.67 25.67 20.30 20.30 19.94 19.94 
ShortShort--run to cover operating and overheadrun to cover operating and overhead 16.94 16.94 14.79 14.79 14.13 14.13 

a Revenue includes crop, hay, and livestock revenue in milk equivalents form.
Source: 2005 Cost of production survey.

Cost of production budgets and performance measures by farm ($).



Average annual on-farm revenue by farm ($).

SmallSmall MediumMedium LargeLarge

Milk receiptsMilk receipts 149,615 149,615 625,416 625,416 1,130,602 1,130,602 

Milk receipts Milk receipts ($/cwt)($/cwt) 18.2618.26 18.8118.81 17.2617.26

Crop and hay revenueCrop and hay revenue 1,448 1,448 3,700 3,700 --

Livestock revenueLivestock revenue 8,828 8,828 41,998 41,998 56,620 56,620 

Milk equivalents of crop/livestock Milk equivalents of crop/livestock 
revenuerevenue($/cwt)($/cwt)

1.251.25 1.381.38 0.870.87

Source: 2005 Cost of production survey.



SmallSmall MediumMedium LargeLarge

Number of CowsNumber of Cows 5555 163163 304304
Annual Milk Shipment (cwt)Annual Milk Shipment (cwt) 8,195.58,195.5 33,247.933,247.9 65,500.065,500.0
Annual Milk Shipment (lbs/cow)Annual Milk Shipment (lbs/cow) 14,90114,901 20,39820,398 21,54621,546

Per cwtPer cwt Per cwtPer cwt Per cwtPer cwt
Annual Annual RevenueRevenueaa (1) Total(1) Total 19.51 19.51 20.19 20.19 18.13 18.13 
Annual Operating ExpensesAnnual Operating Expenses
LaborLabor 6.03 6.03 4.54 4.54 3.413.41
Purchased FeedPurchased Feed 4.36 4.36 4.52 4.52 4.384.38
Livestock Livestock 1.18 1.18 1.38 1.38 1.421.42
Crop and Pasture  Crop and Pasture  0.39 0.39 0.51 0.51 0.750.75
Maintenance and Equipment Maintenance and Equipment 1.78 1.78 1.95 1.95 1.831.83
Deduction ChargesDeduction Charges 0.96 0.96 0.81 0.81 0.770.77
Interest (on 1/2 of total operating expense)Interest (on 1/2 of total operating expense) 0.27 0.27 0.25 0.25 0.230.23

(2) Total(2) Total 14.98 14.98 13.96 13.96 12.79 12.79 
Annual Overhead ExpenseAnnual Overhead Expense (3) Total(3) Total 3.22 3.22 2.20 2.20 2.21 2.21 
Annual Depreciation and Interest ExpenseAnnual Depreciation and Interest Expense
Fixed CapitalFixed Capital 6.99 6.99 3.70 3.70 4.02 4.02 
LivestockLivestock 1.75 1.75 1.82 1.82 1.79 1.79 

(4) Total(4) Total 8.74 8.74 5.52 5.52 5.81 5.81 
Total Annual Cost                                      (5) TotalTotal Annual Cost                                      (5) Total 26.93 26.93 21.68 21.68 20.81 20.81 

Performance measuresPerformance measures Per cwtPer cwt Per cwtPer cwt Per cwtPer cwt
LongLong--run net returnrun net return (7.42)(7.42) (1.49)(1.49) (2.68)(2.68)
ShortShort--run return over variable costrun return over variable cost 1.32 1.32 4.03 4.03 3.13 3.13 

Breakeven Revenue ($/cwt)Breakeven Revenue ($/cwt)
LongLong--run to cover all costsrun to cover all costs 25.67 25.67 20.30 20.30 19.94 19.94 
ShortShort--run to cover operating and overheadrun to cover operating and overhead 16.94 16.94 14.79 14.79 14.13 14.13 

a Revenue includes crop, hay, and livestock revenue in milk equivalents form.
Source: 2005 Cost of production survey.

Cost of production budgets and performance measures by farm ($).



Cost difference between the Cost difference between the ““averageaverage”” Maine farm Maine farm 
and Northern Crescent farmand Northern Crescent farm

Average Maine farmAverage Maine farm
•• reflects a weighted average budgetreflects a weighted average budget
•• Milking herd of 89 cows and ships approximately Milking herd of 89 cows and ships approximately 

16,190 lbs/cow16,190 lbs/cow
•• Cost per cwt is $23.40Cost per cwt is $23.40

Average Northern Crescent farmAverage Northern Crescent farm
•• Milking herd of 71 cows and ships approximately Milking herd of 71 cows and ships approximately 

19,900 lbs/cow19,900 lbs/cow
•• Cost per cwt is $21.76Cost per cwt is $21.76

What accounts for $1.64 difference?What accounts for $1.64 difference?
•• Higher repair costsHigher repair costs
•• Higher property taxes Higher property taxes 
•• Higher fuel, lube, and utilityHigher fuel, lube, and utility



MonthlyMonthly
Monitoring and AdjustmentsMonitoring and Adjustments

Cost of Production UpdatingCost of Production Updating

Organic COPOrganic COP


